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Dear Applicant: 

We h a w  received your application Form 1023, reqest for recognition of 
exemption frcm Federal incaaz tax as an organization described in M a n  
SOl(c)(3) of *.e IntemiL l3ewznue Cde. 

The i.nfomtim you s u h i t t e d  shows that  you are £om& as a non-profit 
or@z;itAon. Your stated objective is to provi.de trmsprtation for 
students of******************** by arranging and mying for contracted 
hus transportation. 

Memberslip in your organization is open to any **** ******* parent who 
subscrihs for bus transportation. The pa ren t  .is assessed a yearly bus 
fee based on the distance of the basic xoute. 'Ele fee ranges fram 
$***-$*** annually. 

Your organization's activity consists of apera.t-Ang *****  bus routes 
supplying daily transportsti.on to ax3 fram scl;cml for**** students under 
a contract agreement betweal ****** ***  ******** ax3 ********** ******** 

Your in- is derived fran bus fees assess& of yolur members,  ?ad 
interest. Disbursements are wade for operatincj expmses and refund of 
fees to the rlemkrs. 

Section 501 (c) ( 3  1 o f  t h e  Intenzal Revenue Code pruvides for exmpt ion  
fran Federal . i n m  -c for organizations which are organized and 
0~aZated a:c:lusively for religious, charitable, scientific , testing fox 
public safety, Literary, or educaticult_l purposes, or to foster nat=ional 
or internatio?ml amateur sports campetition, or far the prevention of 
cruelty to children or animals, no part of the  raet earnings of r\rhich 
inures to &efit of any private shareholder or individual, A 
shareholder refers to anyone hviny a personal and private interest in 
the activities of the organization. 

********** ************ Reviewer Ftevlmrer Reviewer Reviewer Reviewer 

Date ** * * a  I ?/LC( iff% 1 - 1 
'F 1937-A (Rev. 8-80) Corree~porsdence Approtfal and Ciearsrtce Departmenl of the Treasury1 Internal Revenue Service 



***** ******  
**************** ************  

SectFon 1,501 (c) ( 3 ) -1. (a ) ( I- ) of t3e .Tjl,cane Tax Regulations seateo, tAmt ill 

order for an organiza-tior~ to be c::eq.t: under &ckic;n 501(c) ( 3 )  of the 
W e  i.t zn~st 'be oxganized anil o-pxxt.cd exclus.ive3.y for  one ar more 
puxpses s~>ecifiecl i11 such sect-ion. If an organimtion fails t o  met- 
either the organizational tes.t or operatiuaral test, it 3.5 not: ex-. 

section 1.501(~)(3)-1(b)(4) of the Income Tax Regulations states that 
orgmizaeion i.a not organized a ~ c l . u ~ i v e l y  for one or more ex- p-s~ys 
unless its =sets are  ddicated to an exempl: purpse, for example, if, 
upon &.ssc~lution, such assets tmuld, lsy reason of a pxovisi on in the 
,-----..,i ,.cy--~-.urjn's ..,<. art icles or by uperation of law, be distributed for one cr 
rmre exm-t, puqmsee, or to the Federal gm-t, or t o  a S t a t e  o r  
L o c a l  y ' s v e r m a l C ,  for a publ ic  pmose, or x~ould be d i s u i b u t e d  by a 
wuztz to another organiiation to kF2 wed in such manner as in t h e  
judgment of the court w i l l  &st: acctanplish the general purposes for which 
the dissolved organization was organized. H a j e v e r ,  an organizatiori does  
not meet the organizational test if its articles o r  the law of the S t a e  
in t~hi .c=h it was c..rwt-.ed proride thi'1t its assets would, u p n  dissolutian, 
ke dis~kributcxl tro its &xrs or sl-mreholders. 

Section 1.501(~)(3)-1(c)ll) of the R q u l z t i o n s  states &&t an 
organization t v i l l  he regarded as "o~erated excl~sively" for one or 1m1.2 
e x q t  purposes only if 2; engaqes primarily i n  activities 57hich 
acccenplish one or more of such exempt purposes cpecifieC1 in Section 
501 (c 1 ( 3 ) . &I organization w i l l  not:. be so reqarded if more &̂an an 
insubstantj.al prt of its activities is no t  in fWviheyaace oE ~.II exmp 
p q s e  . 
Section 1.501(~)13)-l(d) (i)(ii) of the Regulations states that an 
organization is not organized or opsrated for any purpose under &x%im 
501 (c) ( 3 ) unless it semes a p-Iblic rather than a private interest ., 

Thus to m e e t  the rtxpiremats of this suhparagrapl'., it is necessary far 
an ~ r g a ~ i w t i o n  tco establish tJ.~-i+: 5.t i a  not: organized or operated for L%e 
k a l e f i t  of private interests suds as desip-t:&i individuals, the creator 
or his family, shareholders of .ir~e orqaiuzations, or persons mntroJ.l&, 
directly or indirectly, hy a u d ~  prj-vate interests. l.!oreover, even t h c y ~ a  
an organization m3y have exaxpt piuqyses, it will not  be considertd as 
cperad&g exclusively £or such gu27pses if more than an insubsirantial 
part af its activities saxe a private interest. 

Reven1.e R u l i n g  63-175, 1969-5, ,C.B. 149, holds that a non-prof it 
organization, fo-d by parents of pupils attending a private school, 
+Chat p ~ ~ v i d e s  bus transportation fo r  its members children serves a 
private rather than  a p~b l i c  interest a d  does not qualify for e x q t i m  
under Section 5 01 ( c ( 3 of the C&!e. 



*************
************ ********** 

Your sole activity and purpose as set forLL1 ancl cited i n  tllis letter i n  
to provide d a i l y  transportation for students of **** ******** ***** . 
Thus you are organized for the private benefitc of your nrmkers and do hot 
m e  a broad. public pru;l?osc as xeqru.red by Section 1.501(~)(3)-l(d) (I) [ j . i  ) 
of the Regulations- Noither a r e  yow activities in furtherance of 
clarirable, edumtiona: or other  p w s e s  slxcifieC1 i n  Section 501 (c) ( 3 ) .  

Your dissolution, as stated in your B y - T ~ w s ,  provides in pa rk ,  that all 
nwnies ke tr,rnEerred to t h e  ******  ***** ****  unt of **** **************. 
B e  c-lause does not r-re *****************  l to be organized and operated 
for 501 (c) ( 3  ) purposes. "ibzrefore your ttissoP~ticn clause does not meet t h e  
requironents of Section l..50l(c)(3)-l(b)(4) of the Regulations, 

l%erefore based u p n  the imfomt ion  you have subnitted and a s  cited in t h i s  
letter est&f.isld elat you arre not organized and operated for  Section 
501 (c) ( 3 ) p u r p o s ~ ~ .  Accurdingly , we concl~lded that you are not Wit.itld to 
recagnition of exap t ion  f ram F ' e i l e r d  incame LZZY lmder Section 503. ( c) (3 ) of 
tt2 Internal  Revenue Code. It is aLsa d e t d n d  lhz-t tax exmpt stabs trill. 
not Sle recocpizeii under any related paragrcaph of Section 501( c) oE the W e .  

Yo12 are requird to file Federal inrm t z ~  retrlrns on Form 1120. 
Contribntions to you Txe not deductible ~u1rIe~  Section 170 of the Cde. 

If you do not accept our finilings, w e  recamend r-?xt you request: a conference 
wi th  a m e m l x z  of our Regional Office of A p p a l s .  Your request for a 
~ n f a - u n c e  should k.clude a written appeal gLving the facts, law, a d  m-y 
other information to s u p p r t  your position as explained in the enclosed 
Fublimtion 892. riou r v i l L  *en be mntzicted to arrange a date for a 
conference. The ccmfexence m y  5e held at the Regional  Off i ce ,  or if you 
request, at a1.y mutually conven Lent  D i s t r i c t  Office. If we do not heax frm 
you w i t h i n  30 days from the claw of this letter, this detdnz'cllon w i l l  
kxccae final. 

A copy cf +As letter: w i l l .  he sent to the appropriate state officials in 
accordmce r3ttl-1 Section 6104 (c 1 of the I n t e r n 1  ~.(everIue W e .  



************ 
************  ***********  

LE you do not pratest: tl'lis proposed cleteminaticm in a t*Ly nIcmer, it 
will be aonsidc1:ed as a failme to exhaust available ackinislratsl.ve 
remedies. 7428 (b) (2) of the Inee-1 Revenue Ccdc provides in 
part: a x ,  ''A declarako~~ judgment or decree uncler this Section shaLS not 
tw issued in any proceeding unless the Tax murt, the Court  of C.Laims, or 
the diskicy court of t-1.e United States for the District of ColWia 
determines that the organization involved l?as e x 1 1 a u s ~  administrative 
ranedies available to it w i t h i n  the Internal ?.@venue Sax ice .  " 

***** *** **** 
D i s t r i c t  D i r e c t o r  

I%C~OSU@: Pablication 892 
cc: 5ta- t~~ Attorney G e n e r d  


